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Important appraisal and tax updates



ENVIRONMENTAL 
POLICY= TAX POLICY



By necessity, deconstruction typically costs more than demolition due to the additional time needed to carefully take apart 
a structure with the aim of preserving the salvaged elements—opposed to the break-and-dump processes of demolition. 

However, these costs can be offset through tax deductions

The Finances of Deconstruction

For individuals and 
pass-through 
entities, these 
deductions are 
taken on the 
Individual 1040, 
Schedule A: Itemized 
Deductions:



This deduction is limited to 50% of Adjusted Gross Income with a 5-year carry-forward.
 

Corporations may take the deduction on their corporate income tax return, Form 1120 as shown above. This deduction is 
limited to 10% of net income with the inclusion of specific add-backs, also with a 5-year carry-forward. 

Tax deduction limitations



> $5,000

When do you need an appraisal?

Appraisals

The IRS requires an appraisal for a donation of property with 
a Fair Market Value in excess of $5,000. Ensuring these 
appraisals are produced accurately and in line with Internal 
Revenue Code, relevant case law, personal property 
organization valuation principles as well as USPAP (the 
Uniform Standards of Professional Appraisal Practice) is 
critical to ensure client’s deductions can be substantiated and 
are not disallowed by the IRS



Appraisal steps include:

1. Determining the scope of the donation with the client 
and providing an initial estimated value range. We 
provide this at no cost.

2. The client then ensures they qualify to take the tax 
deduction by consulting their CPA or tax 
professional.

3. The client then chooses both a deconstruction team 
and a nonprofit or governmental entity to be the 
recipient of the donation.

4. Once completed, the recipient organization provides 
a detailed receipt of all property received and 
accepted.

5. An appraisal is produced based upon that final 
inventory list.  

Appraisals should include the following elements:
 
• Complete description of the property with 

corresponding photographs.

• Analysis and selection of comparable market 
sales at the correct market level, which is 
typically secondary retail sales at auction or firm 
offers of sale by retailers of pre-owned materials, 
furnishings, and other property.

• An appraisal report following IRS, personal 
property organizations and USPAP guidelines.

 
• Inclusion of both a macro and micro economic 

analysis of the current market for the materials.

• All corroborating data upon which our values 
were concluded. 



Proper Valuation Methodology

There are three valuation methods to be applied when 
appraising. Each must be considered in an appraisal 
with the appraiser determining if one or more applies to 
the given assignment. These include:
 

Sales Comparison Approach (Market-based Approach)
Cost Approach

Income Approach
 
The Sales Comparison Approach is used for the 
overwhelming majority of all personal property 
appraisals prepared to substantiate an income tax 
deduction for a charitable contribution. This method 
includes the research and documentation of 
consummated sales and offers of sale for comparable 
property in a relevant time frame and in the relevant 
market.



Ensure correct valuation methodology

Valuation based upon actual sales on 
the correct market, secondary retail 

and/or auction

No short-cuts:

Plugging in values to R.S. Means or 
Marshall & Swift

Must research and document



An Example by the 
Numbers



As an example, assume a taxpayer has an effective 
(average) federal tax rate of 20% and a state tax rate of 
5% for a combined rate of 25%. This also assumes that 
the state permits deductions for charitable 
contributions. Please refer to the site in footnotes for a 
complete listing.
 
Donation: Kitchen cabinetry, high-end appliances, 
granite countertops, light fixtures.
Fair Market Value: $20,000
Net tax benefit: $5,000



Correct appraisal steps

▪Literal description of the property along 
with photograph

▪Dimensions

▪Condition

▪Research comparable sales on the open 
market, 500+ auction and sale venues

▪Present comparable sales. We use 3+ for 
pieces >$100

▪Reconcile and conclude final value

▪ Include comparable sales data



Step One: 
Literal 

Description

The first step to be taken is for an 
appraiser to give a literal description of 
the donated property. Let’s take the 
example of a donated door. A literal 
description of the door would be:

Six-panel door, manufactured of 
pine and painted white, having a 
solid core with six beveled frames, 
devoid of hardware and without 
inclusion of the door jamb. 
Dimensions: 80”H x 36”W. The door 
is in overall good condition with 
noted signs of chipped paint along 
the bottom.  



Step Two: Comparable Sales

The appraiser should present comparable sales to 
substantiate their concluded value. In this case, a 
comparable sale could be included with the following 
description:
 

Comparable 1: This is a sale of a similar six-panel 
door, also in pine but having an unfinished rather 
than painted exterior. The door has the same 
dimensions and is in used good condition, with 
similar wear evident along the interior edges. The 
sale occurred at Sample Retail on 12/31/20 for 
$105. The sale included antique style brass 
hardware including a knob and hinges as well as 
the door jamb. 



Step Three: Adjustments to 
Value

The appraiser then makes adjustment to the comparable sale to 
conclude final value. 

In concluding value, I considered this sale as relevant due to 
the following factors: The door is of similar dimensions and 
the lack of paint does not appear to affect value after a 
review of other comparable sales. The door is in similar 
condition to the appraised but requires adjustments 
downward due to the inclusion of hardware, hinges, and a 
door jamb. The sale occurred within close proximity to the 
effective valuation date. The appraised value is adjusted 
downward to $85.



Wolf professional gas-powered cooktop, Model: CG304P/S-LP, 
manufactured in 2010, stainless-steel composition, with four 
burners and continuous grates, with red knobs.

Dimensions: 30”W x 21”D

Condition: Good, functions as intended, some cosmetic wear 
on knobs.

Comparable 1: This is a sale of a comparable model of a Wolf 
gas-powered cooktop, manufactured in 2011 and in similar 
condition and finish with some cosmetic wear. The sale 
occurred on eBay on 2/4/22 for $1,250.

Comparable 2: This is a sale of a comparable model of a 
Wolf gas-powered cooktop, manufactured in 2008, in 
similar finish but with some damage noted including a 
missing knob. The sale occurred on HiBid Auction on 
1/4/22 for $995.

Comparable 3: This is a sale of a larger model of Wolf 
cooktop, having five burners, also stainless-steel 
composition and in similar condition, manufactured in 
2013. The sale occurred on K-Bid Auction on 2/25/22 for 
$1,800

The concluded value is based upon Comparable 1 as most 
similar to the appraised in model, condition, and age for a 
final value of $1,250.

CORRECT PRESENTATION



Wolf Cooktop:  $1,900

INCORRECT PRESENTATION



TIME COMPARISON IN 
APPRAISAL 
PRODUCTION TIME

Deconstruction of a 2,500 
square foot home

Correct methodology: 20 hours

Short-cut methodology (like R.S. 
Means): 30 minutes

Appraisal fees of $1,500

Correct: $75/hour

Incorrect: $3,000/hour



Important Tax 
Consideration

s



Itemized Deductions for Individuals
To take the deduction for Non-Cash Charitable 
Contributions a taxpayer must itemize deductions (1040 
Schedule A) as opposed to taking the standard deduction. 
With the Tax Cuts and Jobs Act (TCJA) the standard 
deduction was significantly raised. For 2021 the standard 
deduction will be $12,550 for single taxpayers, $25,100 
married joint and $18,000 head of household. The taxpayer 
needs to ensure that they are above the standard deduction 
before including the value of the charitable contribution. For 
example, if your itemized deductions come in at only 
$14,000 before taking the charitable contribution, the net 
tax value of the donation will be less than if you had already 
exceeded the standard deduction threshold. Keep in mind 
the following categories that comprise the Schedule A, 
Itemized Deductions:



What Tax Forms are 
Necessary?

If the donation of materials is in excess of $5,000 then the 
IRS requires an IRS defined Qualified Appraisal by an IRS 
defined Qualified Appraiser. The taxpayer must remit IRS 
Form 8283, which must be filled out by the client in its 
entirety and signed by both the nonprofit and the appraiser. 
Please note case Loube v. Commissioner, the deduction was 
disallowed when the taxpayer did not properly full out the 
form and the appraiser forgot to sign.



Taxpayer’s 
Responsibilit

y on Form 
8283:



Appraiser and Recipient Organization’s Section on Form 8283



Potential Tax Law Changes
1. Restoration of the 39.6% top. Higher effective (average) tax rates make every dollar’s worth of non-cash donation 

worth more.

2. Long-term Capital Gains tax rate of 39.6% potentially for households with >$1M in income. This comes into play 
with donating appreciated property like art, antiques and collectibles rather than selling. The Fair Market Value 
deduction at a higher effective tax rate may net a higher return than selling and paying taxes on the increase over 
basis. 

3. Extend the higher Child Tax Credit and make it permanently refundable. Taxpayers with children will, 
consequently, have lower effective tax rates and donations will be worth less in after-tax benefits. No extension 
to-date.

4. Repealing the State and Local Tax (SALT) cap of $10,000, opening up higher total Schedule A “Itemized” 
deductions.

5. Potentially cap Itemized Deductions at 28%. Higher earners would have their non-cash donations capped. For 
example, if a taxpayer had an effective tax rate of 35%, they would lose 7% of their itemized deductions. 

6. There have, so far, been no changes regarding the 50% Adjusted Gross Income limitation and 5-year carryforward 
for non-cash charitable contributions, or any other line-item dealing with donations to charity. 

7. Changes could potentially be retroactive.



What makes an appraiser qualified?

1. Review the appraiser’s CV to ensure they have 
undergraduate and preferably graduate education 
credentials in a field in which valuation theory and 
processes are firmly understood.

2. Ensure your appraiser is an accredited member of one 
of the three personal property organizations:

∙ American Society of Appraisers (ASA)
∙ Appraisers Association of America (AAA)
∙ International Society of Appraisers (ISA)

3. The appraiser or owners of the firm must not 
be precluded from preparing appraisals for the 
IRS as detailed in IRS Circular 230

4. Request a sample appraisal and look for the 
following:

 
• Thorough market analysis that is 

up-to-date and relevant

• Adequate descriptions of the property

• Inclusion of comparable sales data in the 
analysis of all valued property 

• An explanation of how the appraiser came 
to the concluded value. Simply plugging in a 
value does not suffice.

• Inclusion of photographs of all donated 
property



Appraiser Warning Signs

• Audit proof

• Never had an IRS Audit—Impossible for the appraiser to know since the taxpayer is only notified 
should the return go to review, and the appraisal be deemed unqualified

• USPAP Certified—Not a certification

• Licensed or certified “reuse” or “deconstruction” appraiser—No such license exists



Ensuring Compliance 
with the IRS: Recent 

Case Law



Mann v. United 
States, 2019 and 
appeal in 2020

In both the original case and the appeal, the taxpayer lost, 
and the appraisal deemed unqualified. The appraiser used 
construction cost estimating software, R.S. Means, to 
calculate the value of the entire structure. As the appeal 
made clear, the appraiser should have been relying upon 
sales in the open market to conclude Fair Market Value. 



From an article in The Tax Advisor:



Loube v. Commissioner, 2020
The taxpayer, 
nonprofit and 
appraiser made the 
disallowance easy due 
to not filling out Form 
8283 in its entirety. 
IRS Counsel Theresa 
Melchoire provided 
the following 
memorandum entry:



Chirelli v. Commissioner, T.C. 
Memo 2021027 March 3rd, 2021 

This is another tax court case in which a 
taxpayer lost their non-cash charitable 
contribution due to lack of substantial 
compliance by the appraiser in producing an 
IRS Qualified Appraisal. 



Retrospective Appraisals
IRS Rejected Appraisals Requiring a 
Back-Dated Retrospective Appraisal

Reasons for Appraisal Disallowance:

The appraiser does not possess adequate education and 
qualifications.

The appraiser did not use the market-based Sales Comparison 
Approach in concluding appraised value.

The appraisal is missing a full description of the property with 
adequate photographs and is not well researched and values 

substantiated.

Comparable sales data is not included within the appraisal. 



Nonprofits and 
Contemporaneous 
Written 
Acknowledgement

Appraisers must only appraise what has been 
donated to a nonprofit recipient organization. The 
IRS substantiates these donations through the 
Contemporaneous Letter of Acknowledgement 
(CWA) and must ensure that the nonprofit accepts 
everything the appraiser appraises. 



What is 
USPAP?

•USPAP includes rules applicable to every appraisal field 
whether real, personal property or business valuation. The 
rules include:

• 
• Ethics Rule

• Record Keeping Rule

• Competency Rule

• Scope of Work Rule

• Jurisdictional Exception Rule

• 
•The standards that apply specifically to personal property 
appraisals are:

• 
• Standard 3: Appraisal Review, Development

• Standard 4: Appraisal Review, Reporting

• Standard 7: Personal Property Appraisal, Development

• Standard 8: Personal Property Appraisal Reporting



Ensuring Tax 
Deductions 
Remain Viable: 
Common Sense 
Approach

When pieces of a home are detached 
from the real property, they become 
personal property. The value of an 
intact real property structure is almost 
always of significantly higher value 
than as detached personal 
property. For a whole house 
deconstruction, if an appraiser is 
promising values of around $150,000 
for a 1,500 square foot home, that is a 
valuation of $100 per square foot. 
Valuations that high are not based on 
market data and are grossly 
inflated. Finally, check the tax 
assessment records of the property. If 
a client receives an appraised value of 
$150,000 and the improvements are 
valued around the same level, 
something is terribly wrong with the 
appraised valuation.



Conclusion

Ensure your appraiser 
is an IRS Qualified 
appraiser with 
requisite education 
and accreditation.

1
Ensure appraisers are 
IRS Qualified and 
ensure sound 
valuation 
methodology relying 
upon open market 
sales data.

2
Stay up-to-date on 
relevant case and tax 
law, which may affect 
non-cash charitable 
donations.

3
Continue to help 
taxpayers make the 
environmentally 
sustainable choice of 
deconstruction over 
demolition… with a 
valuable tax deduction 
as an incentive. 

4


